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SECRET CAIRO 1024 

EXDIS 

DEPARTMENT PASS IIDDA 

EO 11652: XGDS-1 
TAGS: MOPS, EG, IS, SA 

SUBJECT: POSSIBILITY OE BREAK IN EGYPTIAN/ ISRAELI 
CEASEEIRE 

1 . IN CONVERSATION APRIL 4 ARRANGED BY SAUDI ARABIAN 
AMBASSADOR NAZIR AT HIS RESIDENCE, KING EEISAL' S 
ADVISOR KAMAL ADHAM SAID THAT CURRENT SITUATION IN 
EGYPT IS DIEEICULT EOR SADAT AND DANGEROUS. HE SAID 
HE DOES NOT KNOW WHETHER SADAT WILL ATTEMPT START 
HOSTILITIES, NEITHER DOES HE KNOW HE WILL NOT. ADHAM 
SAID SAUDI ARABIA WANTS TO HELP AND SUPPORT SADAT IN 
MEETING HIS PROBLEMS AND IS COUNSELING HIM NOT TO 
START A EIGHT BECAUSE IT WOULD ALL BE OVER BEEORE 
SAUDI ARABIA AND OTHER ARABS COULD GET THERE TO HELP. 

2. ADHAM SAID THAT SADAT' S DOMESTIC POSITION IS 
SERIOUS EOR HIM BECAUSE THE CIVIL POPULATION IS GETTING 
RESTIVE UNDER IMPACT OE RISING COSTS OE LIVING AND 
DISTORTION OE THE ECONOMY CAUSED BY " CONERONTATION" 
AND " COMING BATTLE" WITH ISRAEL, AS WELL AS BY THE DRAIN 
OE REPAYING SOVIETS. SADAT' S SITUATION IS MADE THE 
MORE DANGEROUS BECAUSE THE MILITARY ESTABLISHMENT IS 
GETTING RESTIVE AND SADAT IS CONCERNED THAT IE THEY 

ARE NOT DIRECTED TO FIGHT ISRAEL, THEY WILL TURN ON 
CAIRO AND TAKE OVER THE GOVERNMENT. 
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3. IN LATTER CONNECTION, ADHAM SAID THAT SADAT' S 
REASON EOR INVITING THE SOVIET MILITARY OUT LAST SUMMER 
HAD BEEN HIS FEAR, IN THE AFTERMATH OF THE MOSCOW 
SUMMIT, THAT THE SOVIETS INTENDED TO INCREASE THEIR 
MILITARY PRESENCE IN EGYPT TO THE POINT WHERE THEY, THE 
SOVIETS, COULD TAKE OVER HIM AND EGYPT. IN REPLY TO MY 
QUESTION, ADHAM D LOWER THIS WEEK. THREE- 

MONTH FORWARD ( JULY DELIVERY) CLOSED ON APR 2 AT 260.00 WITH 
THE RATE WEAKENING SLIGHTLY DURING MIDWEEK, BUT 
CLOSING STRONGER AT 259.70 ON APR 6. SIX- MONTH FORWARD ( OCT 
DELIVERY) CLOSED AT 255.00 ON APR 2, THEN WEAKENED SLIGHTLY 
DURING MID- WEEK, BUT CLOSED STRONGER AT 254.20 BY WEEK- END. 
VOLUME IN THE FORWARD MARKET TOTALED $235.2 MIL, DOWN SLIGHTLY 
FROM PREVIOUS WEEK' S TOTAL OF $285 MIL. TOTAL VOLUME IN THE 
SWAP MARKET FOR THE WEEK REGISTERED $2 16 MIL, UP FROM PREVIOUS 
WEEK' S TOTAL. 
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